SUMMARY ANALYSIS OF AMENDED BILL

Franchise Tax Board
Author: _Car doza Analyst: _Marion Mann DeJong Bill Number: AB 9

Related Bills: AB 94 (1998) Telephone: 845- 6979 Amended Date: 02/18/ 1999

Attorney:  Doug Bramhal |  Sponsor:

SUBJECT: @in Safe Credit

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of hill as
introduced/amended

AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTSDID NOT RESOLVE THE DEPARTMENT’S CONCERNS stated in the previous analysis of hill as
X introduced December 7, 1998.

FURTHER AMENDMENTS NECESSARY .
DEPARTMENT POSITION CHANGED TO

X REMAINDER OF PREVIOUS ANALYSISOF BILL ASINTRODUCED December 7, 1998, STILL APPLIES.
OTHER - See comments below.

SUMVARY OF BILL

This bill would create a tax credit for Personal Inconme Tax (PIT) taxpayers equa
to $150 each for up to two gun safes purchased new by the taxpayer each taxable
year. This bill also would require the Franchise Tax Board to report annually to

the Legislature regarding this credit.

SUMVARY OF AMENDMENT

The February 18, 1999, anendnents noved the period that the credit is operative
out one year and deleted the requirenment that the taxpayer be a California
resident. These anmendnents resolved the Constitutional consideration raised in
the department’s prior analysis.

Except for the Effective Date, Constitutional Consideration and Tax Revenue
Estimate, the department’s analysis of the bill as introduced Decenber 7, 1998,
still applies. A revised Effective Date and Tax Revenue Estimate are provided.
A new policy consideration is raised as a result of the anendnent that resol ved
the Constitutional issue. |In addition, the departnment’s inplenentation

consi derations and position fromthe prior analysis are reiterated bel ow

EFFECTI VE DATE

As a tax levy, this bill would becone effective imediately and would apply to
taxabl e years begi nning on or after January 1, 2000, and before January 1, 2004.

TAX REVENUE ESTI MATE

Based on data and assunptions di scussed below, this bill would result in the
followi ng revenue | osses under the PIT | aw
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Esti mat ed Revenue | npact of AB 9
As Amended 02/18/ 1999
[$ In MIlions]
1999- 2000 2000- 2001 2001- 2002
negligi ble | oss ($2) ($2)
The bill would be effective with taxable years beginning on or after

January 1, 2000, with enactnent assuned after June 30, 1999.

Thi s anal ysis does not consider the possible changes in enploynent, personal
i ncone, or gross state product that could result fromthis mnmeasure.

TAX REVENUE DI SCUSSI ON

The revenue inpact of this bill would be determ ned by the nunber of new gun
safes (as defined and limted by the bill) that are purchased by taxpayers, the
credit anount (specified as $150 for each safe purchased), and the anmount of
credits that could be applied to reduce tax liabilities.

This estimate changed fromthe estimate in the departnent’s prior analysis
because the amendnments noved the operative date out one year. The anmendnents

al so woul d al |l ow nonresi dent taxpayers to claimthe credit. Allow ng nonresident
taxpayers to claimthe credit has a negligible inmpact on the prior estimate. The
revenue discussion in the analysis for the bill as introduced still appli es.

PCLI CY CONSI DERATI ON

The anendnent to elimnate the requirenent that the credit be limted to a
California resident creates the opportunity for nonresidents to claimthe credit
for safes located in other states.

| MPLEMENTATI ON CONSI DERATI ONS

This bill would raise the follow ng considerations:

The bill would require the combi nati on or key |l ock on the gun safe to be |isted
by the Underwiters’ Laboratories Inc. Taxpayers may not know whether the safe
t hey purchased neets this qualification, and auditors may have difficulty
verifying the safe net this qualification

The bill would require the “taxpayer” to use the safe for personal
noncommercial use. It is unclear whether the author intends to allow
partnerships, estates and trusts, and limted liability conpanies to claimthe
credit or intends to limt the credit to individuals. The term “taxpayer”
woul d include all entities subject to tax under the PIT law. Further, it is
uncl ear whet her both spouses could claimthe credit when a joint return is
filed (for $150 credit for each spouse) or whether a single credit woul d be

di vi ded between the spouses.

This bill would provide an unlimted carryover of excess credit amounts. Since
tax credits are usually used within eight years, nost recently enacted credits
contain limted carryover provisions, usually eight or ten years.

BOARD POSI TI ON

Pendi ng.



